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HIGHLAND QUEEN SPORTSWEAR LIMITED 


PRESIDENT’S REPORT 


In spite of a slight drop in sales and royalty revenue, the earnings of the Company increased from 
$94,500 to $113,600 accounting for an increase in net earnings per share from 28.6¢ to 34.4¢. An 
increase in the working capital of the Company of $130,000 was primarily attributable to the net 
income earned in 1976. 


By virtue of the acceptability of our present product line and to centralize manufacturing 
facilities, it was decided that a more modern, larger plant be leased for the purpose of producing an 
anticipated larger number of units. This move in December of 1976 has enabled us to participate in 
a greater range of the products created by our United States tie-ups and has given us additional 
scope to enhance the output of our own Highland Queen line. 


Additional senior staff has been engaged for the purpose of supervision of manufacturing and 
distribution. 


So long as the economy as it applies to the soft goods market does not worsen, we are looking 
forward to an increased volume and a resulting increase in profits. 


As always we are grateful to our employees who have helped in the progress of the Company 
and to the shareholders who have shown confidence in the Company. 


On Behalf of the Board of Directors 


DAVID WEISER 


April 21st, 1977. 


HIGHLAND QUEEN SPORTSWEAR LIMITED 


INFORMATION CIRCULAR 
as at April 21, 1977 


MANAGEMENT SOLICITATION 


This Information Circular is furnished in connection with the solicitation by the Management of HIGHLAND 
QUEEN SPORTSWEAR LIMITED of proxies to be voted at the Annual Meeting of Shareholders of the Cor- 
poration, to be held at the time and place and for the purposes set forth in the Notice of Meeting. The solicitation 
will be by mail and the cost will be borne by the Corporation. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed Form of Proxy are Directors of the Corporation. A Shareholder desiring to 
appoint some other person to represent him at the Meeting may do so by inserting in the blank space provided in the 
said form the name of the person whom he wishes to appoint as his proxy and delivering or mailing the completed proxy 
to Guaranty Trust Company of Canada at 88 University Avenue, Toronto M5J 1T8. 


A Shareholder executing the enclosed proxy has the power to revoke it at any time prior to its use by instrument 
in writing, executed by the Shareholder or his attorney duly authorized in writing, or, if the Shareholder is a Cor- 
poration, under its corporate seal or by an officer or attorney thereof, duly authorized and deposited either at the 
head office of the Corporation at any time up to and including the last business day preceding the day of the Meeting 
or any adjournment thereof at which the proxy is to be used, or with the Chairman of such meeting on the day of 
the Meeting or adjournment thereof. 


EXERCISE OF DISCRETION BY PROXIES 


It is intended that the accompanying Instrument of Proxy, if signed, dated and returned to the Corporation prior 
to the Meeting, will be voted for the election of Directors and the appointment of Auditors in accordance with the 
instructions contained in the enclosed Instrument of Proxy, and will be voted with respect to amendments or variations 
identified in the Notice of Meeting or other matters that may properly come before the Meeting according to the best 
judgment of the person voting the proxy at the Meeting. 


The Management knows of no matters to come before the Annual Meeting of Shareholders other than the 
matters referred to in the Notice of Meeting. If any matters which are not known should properly come before 
the Meeting, the accompanying Proxy Instrument will be voted in such matters, in accordance with the best judg- 
ment of the person voting it. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


The Corporation has an authorized capital consisting of 100 common shares without par value, 500,000 Class 
“A” shares without par value and 500,000 Class “‘B”’ shares without par value, of which 322,270 Class “‘A”’ shares 
and 7,730 Class ““B” shares are issued and outstanding as fully paid and non-assessable. Each share carries the 
right to one vote. Each registered shareholder of record at the time of the taking of the vote at the Annual Meeting 
will be entitled to vote at the meeting. To the knowledge of the Management, the only person or corporation 
beneficially owning more than 10 per cent of the issued and outstanding shares of the Corporation, are the following: 


David Weiser 101,250 30.681 °% of the issued and outstanding shares 
Dune Investments Limited 86,250 26.136 % of the issued and outstanding shares 


The shareholders of Dune Investments Limited are the wife and four children of David Weiser. 


ELECTION OF DIRECTORS 


The Board of Directors consists of five directors to be elected annually. The persons named in the enclosed 
Instrument of Proxy intend to vote, subject to any restrictions that may be imposed by the Instrument of Proxy, 
for the election of the nominees whose names are set forth below. It is not contemplated that any of the nominees 
will be unable to serve as a Director, but if that should occur for any reason prior to the Meeting, the persons named 
in the enclosed Form of Proxy reserve the right to vote for another nominee in their discretion. Each Director 
will hold office until the next Annual Meeting or until his successor is duly elected or appointed, if his office is 
earlier vacated in accordance with the By-laws of the Corporation. 


The following table states the names of all persons proposed to be nominated for election as Directors, their 
position with the Corporation, their principal occupation or employment during the past five years, the date on 
which they became Directors of the Corporation, and the approximate number of shares of the Corporation bene- 
ficially owned, directly or indirectly, by each of them as of April 21, 1977. 


No. of Shares 


Name of Offices presently held Director beneficially 
Proposed Nominee in Corporation since owned Principal occupation 
David Weiser Executive President February 28, 101,250* President of the Corporation 
and Director 1957 
Howard Weiser Vice-President and April 27, 4,750 Vice-President and Executive in 
Director 1970 charge of Styling and Production of 
Highland Queen Sportswear Limited, 
Toronto, Ontario 
Joseph Weiser Secretary-Treasurer February 17, 4,750 Secretary-Treasurer of the 
and Director 1969 Corporation 
Paul Henry, Q.C. Director February 1, Nil Senior partner of Henry & Brown 
1968 Barristers and Solicitors, Toronto, 
Ontario 
Leon Arthurs Director May 21, Nil Patent Attorney, Toronto, Ontario 
1971 


*See heading “Voting Shares and Principal Holders Thereof”’. 


Mr. Joseph Weiser is the nominee of Dune Investments Limited to the Board of Directors. 


REMUNERATION OF MANAGEMENT 


The aggregate direct remuneration paid or payable by the Corporation to the Directors and Senior Officers 
of the Corporation and subsidiaries in respect of the Corporation’s fiscal year ended October 31, 1976 was $210,650. 
During the last completed financial year, David Weiser was indebted to the Corporation for money previously 
loaned to him, without interest, to enable him to complete the purchase of a condominium dwelling. The largest 
ageregate amount of the indebtedness was $25,718 of which $16,800 is presently outstanding. 

During the last completed financial year, Joseph Weiser was indebted to the Corporation for money loaned 
to him, without interest, to assist in the purchase of a dwelling house. The largest aggregate amount of the indebted- 
ness was $7,500 which amount is presently outstanding. 


APPOINTMENT OF AUDITORS 


The persons named in the enclosed Form of Proxy intend to vote for the reappointment of Wm. Eisenberg & 
Co., Toronto, the present Auditors, as Auditors of the Corporation to hold office until the next Annual Meeting 
of the Shareholders. The said Auditors were first appointed in 1957. 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet as at October 31, 1976 
ASSETS 


CURRENT ASSETS 
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OTHER ASSETS 
Excess of cost of subsidiary over net book value of assets acquired (note 1)... 
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LIABILITIES 
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Retained earnings 
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Approved on behalf of the Board 
“DAVID WEISER”, Director 


“J. WEISER”, Director 


1976 


$ 9,068 
847,012 
24,300 
2,524 
4,821 
625,443 
18,243 


1,531,411 
41,970 


101,356 
6,060 


107,416 
$1,680,797 


$ 465,352 


336,624 
1,793 


803,769 
2,159 


100 


874,769 


874,869 


$1,680,797 


1975 


$ 13,611 
732,143 
26,294 
7,901 
1,186 
407,952 
48,961 
1,238,048 
65,480 


101,356 
2,960 
104,316 
$1,407,844 


$ 239,593 
399,741 
L111 
640,445 
6,150 


100 
761,149 
761,249 

$1,407,844 


EARNINGS 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Earnings and Retained Earnings 
for the year ended October 31, 1976 


Revenue 


PROV AIL EEVCHUC He ine Sanat BAI id alae tele yao sete geo nee Se Wee 


RaTerestenCOMmie 9 a enLe oa ri, ee ad syn RIM MeO ves Oat ele De eta bed ctu 


EGSEAOLESARCS Stee fl oe oh ee A ad Ue Me, DAA er Ce aie A eR a Te Pek se Od Bgl 


armines: berore the undernoted Expenses../4.24/4-140 01) feb se Sle deste 2 = 


Solin atid ac ministrative EXPESes. iu, Vie &e dh as)esek cele elepele esa eine are athe 


PICOTCGIAIIOM ee ct en alec Ce esti ed caer ebt is tere ae ae Sheet Re Rub ish isis Weeks 


Interest 


Cele ee 6) 6 6 @ 5) ole) 6 bo © 6 6s 618 © ¢ o 5 6) 016 66 © @ BS) a 6 © @ 0 © 8 © fo eo 00,6 618% 2 918 © 6.\0 0 W618 


ar Minos ne Ore INCOMe (AGS 2/00 ue a cia aie ia vig Sood rc erene hehe eid deine ee aria 


lbaeronente ib Cok bs stishcces eels es Sect er ee RAI OIE ee ee Minas ARS POE dh 


ING CATINTIOSR ute Wats tcis oes une bvumulerie so ae hla ae yt aoe ae ie yee oan 


INGE PAL IAG ORR DOTAS ARG 9 aif cpt cinid oats 2 she ge ate Spor aie saree Menace aie ae space sue te 


ING Det at mNAresiou (standing sc); a). seats s bis tik Alok sods Seta aa ee ae 6 


RETAINED EARNINGS 
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1976 


$3,429,010 
93733 
718 


3,439,461 
2,506,495 
932,966 


731,866 
28,452 
38,370 


798,688 


134,278 
20,658 


$ 113,620 


34.44 


330,000 


$ 761,149 
113,620 


$ 874,769 


1975 


$3,494,867 
22,806 
2,118 


3,519,791 


2,583,924 


935,867 


751,409 
19,896 
42,448 


813,753 
122,114 


27,600 


$ 94,514 
28.6¢ 
330,000 


$ 666,635 
94,514 


$ 761,149 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Changes in Financial Position 
for the Year ended October 31, 1976 


1976 1975 
SOURCE OF WORKING CAPITAL 
Operations 
Neteatnings i. 2. ose asd Seiad eh ss pinata pene oe an leet a tee Nyame $ 113,620 $ 94,514 
Add: Charges not requiring use of working capital 
= QIEPECCIACION sr .ty Wabi RR ocicie cree mice esa pee Mah emer tane) Peers 28,452 19,896 
= Deferred income taxes) Uc as fccsins eee sate nune ene a eee ee (3,991) 1,550 
138,081 115,960 
Proceeds on disposaliof fixed ‘assets... i. ihn ce kaa selene aaese asco bien att 6,972 1,840 
Debentureireceivable: joo.) 42 ot | sot ee eb he me we eetdeininn sidls Reece ted een — 12,500 
145,053 ——-130,300 
Use OF WORKING CAPITAL 
Purchase: OF MINS sASsets cae ha/oin Atk btorels alete Rete ste Ee ele etek ere atte ee 11,914 18,019 
ANCTCASE TE IOUNER ASSOLE 5') owe 4) dh we owe w we olole ew alate a tereieinesemistialale leit taye's bis Sam ete 3,100 — 
15,014 «18,019 
INGREASEUIN (WORKING (CAPITAL .2 fis eaulod sh da ae Coca dcelehtiae pe nek pete eine are ae ee 130,039 112,281 
WORKING CAPITAL AT BEGINNING OF YEAR......-..eeccccsccccces me Ue nee 597,603 485,322 
WORKING CAPITALTAT END OF Y EAR pote cis la sukeiie ne onl ele cee oltarae Gh. ae arene erence $ 727,642 $ 597,603 


AUDITORS’ REPORT 


To the shareholders of 
HIGHLAND QUEEN SPORTSWEAR LIMITED. 


We have examined the consolidated balance sheet of Highland Queen Sportswear Limited and its subsidiary 
companies as at October 31, 1976 and the consolidated statements of earnings, retained earnings and changes in 
financial position for the year then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies 
as at October 31, 1976 and the results of their operations and the changes in their financial position for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Toronto, Canada Wo. EISENBERG & Co. 
January 5, 1977 Chartered Accountants 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Notes to the Consolidated Financial Statements 
October 31, 1976 
1. Accounting policies: 
Principles of consolidation: 
The consolidated financial statements include the accounts of all subsidiary companies. 
These are: 
Rotex Limited - 100% owned 
Jack Winter Sportswear Limited — 100% owned 
An exclusive option which expires on October 31, 1978 has been granted to Jack Winter, Inc. to purchase up 


to a 20% equity interest in Jack Winter Sportswear Limited. The purchase price shall be determined by 
mutual agreement at the time of exercise of this option. 


All inter-company loans and transactions have been eliminated on consolidation. 


Inventories; 
Inventories are valued at the lower of cost and net realizable value. 


Fixed assets: 

Fixed assets are valued at cost. Depreciation of equipment and furniture is provided using the diminishing 
balance method at the annual rate of 20%. The cost and accumulated amortization of leasehold improve- 
ments under leases which expired during 1976 have been removed from the accounts. The Company, together 
with its subsidiaries, moved to new premises subsequent to the year-end and initial costs of $5,186 incurred 
during 1976 will be amortized commencing in 1977. Costs of moving, improvements, equipment and furniture 
additions for 1977 are estimated at $75,000. 


Excess of cost of subsidiary over net book value of assets acquired: 


The excess of cost of subsidiary over net book value of assets acquired is carried on the accounts at cost 
without amortization. 


Income taxes: 

Income taxes are based on accounting income rather than on taxable income. Differences primarily relating 
to depreciation are reflected in different time periods for financial accounting purposes than for tax purposes 
and give rise to deferred income taxes. 


Foreign currencies: 
Foreign currencies have been translated into Canadian funds as follows: 


Current assets and liabilities — at the prevailing rates on October 31, 1976. 
Revenue and expenses — at the average rates prevailing during the year. 


2. Due from shareholders: 
Loans outstanding by the Company during 1976 to shareholders amounted to approximately $33,317. 


3. Inventories: 
At October 31 the inventories are as follows: 


1976 1975 
Bry WAT CLIAIS Ake ac sieis vn aie yy kee aie ade ia sR On Te Sate R earenare «(rare $298,490 $186,607 
WCE ALLE OCESS pic vinicis sve) «im B=! eYere e) gialta'Riielolonepace stchatuys Qin Wey. Afe 5 83,773 41,178 
PIMISHEC POC Ss wh tintin Rey abr oer aia tyr ev ened tn aid Beles ates 243,180 180,167 


$625,443 $407,952 


4. Fixed assets 


At October 31 the major categories of fixed assets are as follows: 


Accumulated Net Book 


Cost Depreciation Value 
Equipmentiand furniture 2 We. 4 i re eee aL ee ee $149,151 $112,367 $ 36,784 
Leasehold smprovements.\,.'.02 > 2. eae ese ent i en eh 5,186 — 5,186 
Total’ October: 31976.) oo. Bhd Se ene ach cetine teeee  e e $154,337 $112,367 $ 41,970 
otal’ October 319'19752.0:0).4, tue e ae bas ou By Wie ere esas $210,488 $145,000 $ 65,480 
5. Bank indebtedness: 
At October 31 the bank indebtedness consisted of the following: 

1976 AAT Sa 
Overdraft Hots ealpclelae saternde whe alee Sate eake WS ee nee: Glatt. aeratacee $ 31,352 $ 23,593 
General operating loans522 455./; fs.02 ce ¥ eek cine ones ene 434,000 216,000 


$465,352 $239,593 


Book debts and inventories of the company and its subsidiaries have been pledged as security for the general 
operating loans. 


. Capital stock: 


(a) The authorized and issued capital stock of the company is summarized as follows: 


Number PE sued pid 
Authorized Number Amount 
Class ““A’’ voting, fully participating shares, without par value.... 500,000 322,270 $ 98 
Class “‘B” voting, fully participating shares, without par value.... 500,000 7,730 v4 
Common shares, without par value............... cece eee cee 100 —_— —_— 
330,000 $100 


Class “A” shares may be converted into Class “‘B”’ shares and Class “‘B”’ shares may be converted into 
Class “A” shares at any time at the option of the respective holders thereof on a share for share basis. 


(b) 400 Class ““B” shares were converted into 100 Class “‘A” shares during the year. 


(c) Holders of Class “‘A” shares are entitled to receive, when declared, dividends paid out of tax-paid un- 


distributed income on hand at the end of 1971. Holders of Class ‘‘B”’ shares are entitled to receive 
100/85 of the amount of dividends paid to holders of Class ‘“‘A” shares out of tax-paid undistributed 
income on hand at the end of 1971 on a share for share basis. 


Commitments: 


(a) 


(b) 


Lease 


The Company is committed under a lease entered into on June 23, 1976 for its new premises for a term of 
seven years commencing December 1, 1976 and expiring November 30, 1983 at an annual rental of 


$60,000 (exclusive of other occupancy costs). The lease contains an option to renew for a further term of 
three years. 


Licencing agreement 


The Company has entered into a licencing agreement, effective November 1, 1976, under which the pay- 
ment of a minimum licencing fee of $50,000 is required for each of the next five years. The agreement 
contains an option to renew for a further term of five years. 


8. Executive remuneration: 


The aggregate direct remuneration paid by the Company and its subsidiaries during the year to the five highest 
paid employees (which include the directors as officers or employees) totalled $210,650 (1975 — $176,313). 


9. Contingent liabilities: 


(a) The Company has guaranteed, unconditionally, the performance of all obligations under a licencing 
agreement entered into by a subsidiary which includes the payment of a minimum licencing fee of 
$50,000 for each of the next two years. 

(b) An action has been entered against a subsidiary for $22,600 with regard to an alleged minimum guaranteed 


royalty payment. Legal counsel is of the opinion that the subsidiary has a valid defence and accordingly, 
no provision has been made in the financial statements. 


10. Comparative figures: 
Certain 1975 amounts have been reclassified to conform with the presentation adopted for 1976. 
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